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The fundamental principles of Zakat is that zakat is to be established in the fold of Muslim society in an organized manner and under the responsible supervision of the Muslim Government, or of a special Muslim supervisory body appointed by the said Government. The practical functioning of the institution of Zakat must be kept in the highest plane of integrity, courtesy, and loyalty to the Muslim Nation. In this sense, Zakat is more than a personal ibadah; it is also a social institution, which play a pivotal role in socio-economic well-being/affairs of the Muslim Ummah. Zakat has been functioning as an instrument of relieving poverty among the Muslim Ummah and keeping its sanity inspite of its present decadence. This paper examines the practice and implementation of Zakat as a social institution in Malaysia, and its governance in achieving the Muslim socio-economic welfare and well-being. For this analysis, the Selangor Zakat Authority (LZS-
Introduction
The concept of "governance" is not new. Simply put "governance" means: the process of decision-making and the process by which decisions are implemented. Corporate governance is essentially concerned with the rules governing the structure of the corporation and the exercise of power and control of the business of a corporation. The major principle of corporate governance is that it is the responsibility of the institution to ensure good corporate governance is practised. Good corporate governance requires that the institution must govern the corporation with full integrity and the management is accountable to the stakeholders of the corporation for achieving the corporate objectives, its conduct in regard to factors such as organizational ethics and the environment for example may have an impact on societal interests and thereby influence the reputation and long-term interests of the corporation. The corporation must be more transparent and disclose general information to explain to the public and stakeholders all the activities and performance. The objective of governance is to achieve accountability, integrity and transparency.
The Fundamental Law and Governance of Zakat
Zakat, likes the other pillars of Islam, is clearly set forth in the most authentic sources, viz., the Quran and the reliable Hadith as an important institution in Muslim ummah. 2 The main fundamental Quranic Principles relating to the law and institution of Zakat is that Zakat is a form of tax that a Muslim State may impose on its Muslim citizens. Zakat must be properly governed in full conformity with the Quranic principles and with due deference to the instructions given by the Prophet (SAW). The principles of law and governance of Zakat requires that the role of the State is to supervise and control the implementation of zakat in that particular State. The main responsibility of the State is to enforce observance of the Quranic Law of Zakat as directed by the verse 170 of Surah VII, and to watch over the smooth functioning of the collection and distribution of Zakat fund. The State has the authority to modify these Zakat rules in matters of detail implementation and this must be always within the spirit of Quranic Precepts related the world of the thereafter. Zakat must be governed in the most proper manner according to the Syariah law and the state has the full responsibility and accountability to implement the law of zakat within its jurisdiction. The condition determining the responsibility for the payment of Zakat al-mal dues are based on three major factors:
1. The person subject to taxation for Zakat, man or woman, must be an avowed Muslim, legally of age. 2. The person subject to taxation for Zakat must be of sound mind, that is to say, fully capable of understanding the meaning of law and the nature of his/her duty to God and to his/her fellow-beings. 3. The person subject to taxation for Zakat must enjoy full freedom of action to dispose of his/her wealth.
The rules related payment of zakat has been explained in detail by the four leading Muslim jurists, Imam Shafie, Hambalie, Hanafie and Malikie. The recent book Fiquh az Zakat written by Yusof Al-Qardawi (1981) is one of the contemporary authentic reference for practising zakat in the Muslim State.
The establishment of the institution of Zakat for the purpose of collecting Zakat dues and distributing Zakat funds is another main fundamental principle of law and governance of Zakat. In conformity with the verse 103, Surah IX of the Quran, and with the Prophet's Instruction made known in the reliable Hadith, the Islamic Institution of Zakat is to be established in the fold of Muslim society in an organized manner and under the responsible supervision of the Muslim Government, or of a special Muslim supervisory body appointed by the said Government. The practical functioning of the institution of Zakat must be kept in the highest plane of integrity, courtesy, and loyalty to the Muslim Nation. The institution of Zakat is governed by the Zakat-officials. All Zakat-officials must necessarily possess a thorough knowledge of the law of Zakat, and it is the duty of the Zakat-officials to honestly advise and assist the zakat-payers, in all matters related to fulfillment of their Zakat dues.
The other fundamental principle of law of Zakat that should be observed by the State is the beneficiaries of Zakat funds. The rules of determining of the beneficiaries of Zakat funds are clearly stated in the Quran (Surah at-Taubah: 60).
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These rules are the general scheme for the distribution of Zakat funds, and it is the duty of the responsible Zakatofficials to be, at all times, fully aware of the persons under their jurisdiction, who are deserving of receiving Zakat assistance. For this reason, the zakat funds may never be used by the State for any purpose not specified. However, for the Muslim social welfare, the end zakat should be regarded as an instrument for improving social well-being.
The main objective of the law is to ensure zakat implementation meets the requirements of Syariah Islam and well managed. At the end, the full potential of Zakat as an Islamic instrument for achieving social welfare and well-being becomes a practical and significance means. In order to implement zakat properly, involvement of the State, the institution of Zakat and Zakat-officials is indispensable. On the other hand, the right of supervising the smooth functioning of the Institution of zakat, of collecting the zakat dues, and of distributing the zakat funds unquestionably was vested in the Muslim State (Zayas, 2003) .
The fundamental principle of Zakat as a pillar of Islam and a religious obligation of every Muslim has been unanimously accepted upon by all the Muslim jurists and scholars. The payment of Zakat is based on worship to Allah SWT, and as an instrument to strengthen the spiritual function of Muslim ummah need to be defended and practiced, regardless of whether it is undertaken out of faith or as a result of it being institutionalized. However, if Zakat is enacted by the government of a country, then its citizens will be required to make such payment according to its laws. All Muslims citizen in the State are bound to fulfill the obligation, so that Islam is not neglected. If this is not undertaken, then the Ummah will experience its downfall, and most probably will not be able to emerge from it because it has cast aside the role of Zakat as a pillar of Islam. In this sense, zakat is not only a religious obligation, but more then that, it is a social institution that can be utilized to strengthen the Muslim Ummah social development. It is a mechanism for the redistribution of income and wealth, so that every Muslim is guaranteed a fair standard of living.
The relationship between Zakat and the development of the Ummah is closely related. It is similar to the Malay proverb which describes the closeness of the flesh to the fingernail. Likewise in worship, Zakat is very closely linked to Prayer, another fundamental principle of Islam, described as another pillar of Islam.
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The combination of both pillars of Islam is capable of stabilising our journey in life.
Development of Zakat Institution in Malaysia
In the Malaysian contexts, Islam has been recognized as the official religion of the State. As stated in the Federal Constitution, Article 3 (1), it is clear that Islam is the religion of the Federation; but other religions may be practiced in peace and harmony in any part of the Federation.
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Corresponding to this article, the item 1 of List II (State List) of Schedule 9 of the Federal Constitution it is provided, inter alia, that the power to enact Islamic laws includes the Zakat and Baitulmal or similar Islamic religious revenue vests to the jurisdiction of every State. The Sultan as Head of the State may acts in his discretion to appoint the State religious officials, and to determine the direction of the religious affairs in the particular State (Mohamed Suffian, 1978). 7 Therefore, the Sultan has a very important part on the issue of fatwa or rulings on the Muslim religion and law. He has the responsibility to ensure that Islamic law is fully implemented and practiced by the Muslim citizens in the State. In this sense, the main jurisdiction of the State relating to Islamic law is to establish a Syariah Enactment and to ensure the effective implementation of the enactment and to establish a proper institution to regulate the implementation of the Syariah Law.
The involvement of State in regulating Islamic law in Malaysia is a clear constitutional jurisdiction. The Constitution is the fundamental law of the nation but the Constitution does not restrict the jurisdiction of every State to be creative in managing the Islamic affairs of the State. Therefore, the State is fully authorized to establish an enactment to ensure the smooth functioning of Islamic practices in the state including the rules of Zakat and sustaining the right of supervising the smooth functioning of zakat in the State. In order to implement zakat properly, involvement by the State through the State Religious Council is indispensable and it is the jurisdiction of the State Religious Council to establish a proper system of zakat and appoint zakat-officials to manage zakat. In the past, zakat was implemented in very traditional approach and the administration of zakat very much depends on Quranic Law and Hadith by strictly adopting the fundamental law and principles of zakat that established by fuqaha, especially by the jurists of the Shafii School of Law. Zakat collection and distribution of zakat funds was primarily under the jurisdiction of Baitul-mal. Zakat at that time was designated as a religious obligation and not connected with social obligation. The conventional responsibility of the zakat institution was to ensure zakat dues is collected and distributed according to the lawful beneficiaries. For this very reason, the scope of zakat is restricted and zakat funds may never be used for any other purpose. Understanding on the scope of zakat has improved and various initiatives to broaden the role of zakat institution have been the new agenda of many State governments.
The Initiatives to Institutionalize Zakat as a Social Institution
Various initiatives have been taken by the government to ensure that zakat is practised and implemented in accordance with the Syariah Law, and meet the religious and social obligation. To broaden the implementation of zakat, the concept of Zakat as social institution and as an Islamic socio-economic instrument to improve the Muslims socio-economic welfare has been accepted. The first initiative to institutionalize zakat as a social institution is the establishment of a Zakat Collection and Distribution Unit, and the appointment of Zakat-officials at every State level to implement zakat rules and regulations. The Institutionalization of zakat is also practised through the implementation of an enactment, which is enacted by the State Religious Council to empower the Zakat-officials or body of enforcing zakat rules and regulations. Within the nation, each State may enact and enforce different enactment, which only isapplied in that particular State. Therefore, across the nation, there are 13 different enactments of zakat rules and regulations. Every State may also have their own initiatives and programs to ensure that Muslims Ummah fulfill their obligation of performing zakat and implementing zakat as an Islamic socio-economic instrument. In this sense, the practice and implementation of zakat as a social institution and economic instrument depends on the State political will and initiative in improving the Muslim socio-economic welfare and well-being. Generally, there is no standardization of managing Zakat across the nation. The Constitutional requirements provide that each State has the jurisdiction to practise and implement different Zakat rules and regulations, as long as the enactment does not contradict any of the provision in the Constitution.
Since the implementation of Islamization Policy in 1985 and the Corporatization Policy in 1991, the government has accepted many views and ideas to implement a new approach of managing government agencies.
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Following the implementation of these policies, by maintaining the fundamental law and principles of zakat as one of the pillars of Islam, the government has accepted the new scope of managing zakat institution. The very nature of zakat as a personal ibadah and religious obligation has been extended to include zakat as a social institution. As a social institution, zakat is recognized as Islam's social welfare scheme and economic instrument, especially in relieving the poverty among Muslim ummah.
The establishment of Zakat Center as an organised and professional body has been regarded as another necessary initiative to ensure the smooth functioning of zakat management. The government believes that the management of Zakat as a social institution very much depends on the management and its policy, credibility and accountability toward implementing it as a comprehensive zakat. The rationale of this initiative is to empower the zakat institution, and to ensure that zakat rules and regulations are effectively managed. At the Federal level, the Federal Government has no direct jurisdiction over Islamic law, however, for the purpose of coordinating and increasing the efficiency of the Islamic religious activities in all States across the nation, the Federal Government through the Conference of Rules and the National Fatwa Committee may take certain initiatives. In relation to zakat, the federal government has established a task force or department to study the administration, collection and distribution of Zakat, Bait-ulmal and Wakaf. For this purpose, the Department of Wakaf, Zakat and Hajj was established by the Federal Government in 2005.
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Before the establishment of this Department, the supervision of Zakat administration was under the Department of Islamic Religious Development (JAKIM). Through this department, the federal government may take certain initiatives to ensure the efficiency and effectiveness of zakat collection and distribution through out the country.
The practice to establish an organized zakat collection and distribution centre which professionally managed has been accepted as a new approach of governing zakat as a social institution in Malaysia. The fundamental principle of adopting this approach of governing zakat institution is to strengthen zakat collection and distribution by increasing the efficiency and effectiveness of its management and services, and the end benefits of zakat must go to ummah [asnaf] socio-economic status, especially the poor. To achieve this principle, the institution of zakat should practice best methods in governing collection and distribution of the zakat. The new governance of zakat in Malaysia has been practiced by several Professional Zakat Center based on the principles of corporate governance in the private sector (Shawal, 2003 (Shawal, , 2004 .
Zakat Collection in Malaysia
The deployment of professional approach of governing zakat institution has contributed a significant increase in zakat collection. The collection of zakat in Malaysia, since the implementation of this approach has shown a steady increase. This increase is due to various initiatives taken by the government, especially the establishment of Zakat Collection Center, which practices a new dimension of zakat management approach. The appointment of zakat agents to collect zakat is also another contributor for the increase. The total collection of zakat collected in 2001 was RM320,348,659 million, and it increased to RM671,095,888 million in 2006 (Chart 1).
The increasingly encouraging performance of zakat collection and distribution is very meaningful to the efforts in strengthening the institution of zakat in Malaysia. Zakat is not only seen as an ibadah but also as a social institution. Actually, the way of governing zakat institution is a fundamental aspect of achieving this objective.
Selangor Zakat Authority (LZS-MAIS): A Case Study
The Selangor Zakat Authority (LZS-MAIS) and Federal Territory Zakat Collection Center (PPZ-MAIWP) are among the leading examples of professional zakat institution in Malaysia. LZS-MAIS formally known as Selangor Zakat Center (PZS-MAIS) is one of the most active zakat collection and distribution center. LZS-MAIS has played very a significant and effective role in executing its duty, collecting and distributing zakat within the state of Selangor.
Zakat collected by the LZS-MAIS and PPZ-MAIWP are among the top in Malaysia where the collection percentage shows a rise year on year ( Table 2 (Table 3) . The encouraging total amount of zakat collected in Selangor every year is the result of a new approach of governing zakat institution adopted and the implementation of various strategies to ensure better performance in zakat collection meeting the level of Selangor's citizen economy. The establishment of professional LZS-MAIS Board of Management is the main agenda of governing zakat institution. The Board of Management main responsibility is to monitor and evaluate the implementation of strategies, policies, management performance and corporate management plans. The Board of Management's responsibility is also to ensure that the corporation complies with all relevant laws, regulations and codes of best business practices. The LZS-MAIS Board of Management consisted of 8 members headed by the Chairman of Majlis Agama Islam Selangor (MAIS).
The deployment of professional zakat management approach has contributed to an improvement on zakat collection and distribution. LZS-MAIS has implemented aggressive plus innovative programmes in upholding zakat collection in Selangor. PZS has also adopted various comprehensive strategies to increase zakat collection. Among the strategies are: • Appointment of professional agents for zakat collection from agencies and institution like bank, institute of higher learning and others that makes it easier for the public to make payment for zakat.
As one of the leading zakat institution, LZS-MAIS is entrusted to implement zakat distribution as commended by Allah SWT. This includes making sure that zakat collected will be distributed in a systematic, fair and effective manner aligned with current situation. LZS-MAIS believes that a systematic, fair and effective zakat distribution will increase confidence to zakat payers especially and to the public in general on the role being played by LZS-MAIS in improving the well-being of the ummah in the state of Selangor and what is most important is LZS-MAIS is always ensuring the asnaf who are receiving the zakat are truly eligible. Aligned with this role, LZS-MAIS has distributed a significant amount of zakat every year to each asnaf. In Table 4 , It showed that in year 2005, RM114,170,658.14 and year 2006 RM146,905,517 .00 was distributed to 8 asnaf accordingly, and more then 40 % of the amount went to asnaf fisabilillah. Implementing an effective collection and distribution of the zakat has been the prime initiative in governing zakat institution in Selangor as well as in other states. LZS-MAIS has taken various measures to ensure the agenda of zakat as a Muslim social and economic institution is realized. Its performance is not measured only on collection per se. But the most important thing is the achievement on solving the social and economic problems faced by the Muslim community, especially in relieving naked poverty among the Muslim Ummah. The amount of zakat distributed to the asnaf should complement the amount of zakat collected. For this reason, various programmes have been implemented. Zakat distribution that has been carried out by LZS-MAIS in a comprehensive manner not only covers material things like domestic help, monthly food stock, schooling accessories and others but also on aspects of human development including education, by creating programmes which are directed towards academic excellence for children of the poor, Social Development Programmes and Economic Development Programme. Through these programmes, LZS-MAIS agenda is to produce those people of any asnaf category that could climb out of poverty and who will also fulfill the requirements of the soul and become a rabbani person.
Improving the transparency and disclosure of the LZS-MAIS has been the other agenda of the institution. The initiative which has been taken by the LZS-MAIS is to report the activities and inform the public about the performance of LZS-MAIS. For this initiative, LZS-MAIS has published at least two documents, the monthly Bulletin Asnaf and Annual LZS-MAIS Report which have been the main media of informing the public and to explain to the interested parties how much zakat was collected and to which asnaf zakat was distributed and become the recipient of zakat fund. LZS-MAIS has also developed a web site (http:/ /www.e-zakat.com.my/baru) as an interactive on-line media to enable the public access to some of the general information and services, especially the on-line zakat payment (e-zakat). The publication of Annual Report and website has widened the scope of LZS-MAIS media to disclose the related information and at the same time, improve the accountability of the institution. In this sense, a general "Information disclosure to the stakeholders" is another major principle of good corporate governance.
Conclusion
The governance of zakat institution in Malaysia is basically determined by the strong political will of the government in making zakat one of the fiscal policy element supporting prime economic expansion and as an important factor in the Islamic economicy and financial system. In this particular aspect, zakat is accepted as an alternative to complement the present economic system.The Muslim community in Malaysia generally recognise and respect the existence, the role and the importance of the zakat institution as part of Islamic financial institutions. The governance of zakat institution in Malaysia, the effective methods of collection and distribution, and the ways of handling the implementation of zakat are the determinant factors for the future Muslim community. It is the obligation and responsibility of the government, zakat administrators and the Muslim ummah, to ensure the proper implementation of rules governing zakat as a social institution. 
